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RETIREMENT AGE 





RESIDENT KENNEDY’s recommendation, in his eco- 

nomic message to Congress on February 3, that the 
Social Security Act be amended to permit working men as 
well as working women to retire on reduced benefits at 
the age of 62 is in line with growing pressure for flexi- 
bility in setting the age of retirement. But much of the 
demand for flexibility comes from older workers who, rather 
than wanting to retire early, wish to keep on working be- 
yond the standard retirement age of 65. The desire for 
later retirement conforms with expert opinion on the psy- 
chological, social and economic effects of compelling able 
and willing workers to quit their jobs solely because they 
have reached a certain chronological age. 


Adoption of the administration’s proposal would serve 
the immediate purpose of providing income for those work- 
ers in their early 60s now unemployed who have little pros- 
pect of finding new jobs. Many of these persons presum- 
ably suffer from physical handicaps likely to bar them from 
future employment but not severe enough to entitle them 
to disability benefits under the Social Security system. 
However, federal provision for retirement at age 62 might 
have effects different from those intended. Availability of 
benefits at 62 might prompt employers to retire certain 
workers three years earlier than would be the case if the 
age of eligibility for Social Security benefits remained at 65. 


RISING DEMAND FOR FLEXIBLE RETIREMENT AGE 


Public concern for the economic welfare of the country’s 
older people has given rise to contradictory pressures with 
regard to the age of retirement. On the one hand are pro- 
posals to remove barriers to the employment of persons able 





1The President's Social Security recommendations were repeated in a letter to 
Vice President Johnson and Speaker Rayburn on Feb. 20 and incorporated in a 
House bill introduced by Chairman Wilbur D. Mills (D Ark.) of the Ways and 
Means Committee. Health, Education and Welfare Secretary Abraham A. Ribicoff 
estimated that extension of the early retirement privilege to male workers would 


result the first year in payment of about $515 million in benefits to around 
600,000 men. 
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to work beyond the conventional retirement age; on the 
other hand are proposals for improvements in pension ben- 
efits which would encourage earlier retirement. The ap- 
parent paradox is explained by growing recognition that 
there are wide differences in the rates at which the physical 
and mental capacities of old persons decline, and wide dif- 
ferences in their economic and psychological needs for use- 
ful work. 


Delegates to the recent White House Conference on Aging 
(Jan. 9-12) recommended almost unanimously that more 
employers consider giving their workers some choice as to 
when they shall retire. A background paper, prepared by 
the professional staff of the conference, noted that the ques- 
tion of introducing greater flexibility into employer policy 
on the age of retirement was engaging the attention of 
management, labor leaders and older workers throughout 
the country. The American Medical Association, through 
its Committee on Aging, has sought to induce employers to 
liberalize retirement policy to enable capable workers to 
continue on the job past normal retirement age. 


The National Committee on the Aging? reported several 
years ago that a number of companies had become dissatis- 
fied with the policy of retiring all workers at 65. Ata 
conference with business executives, called by the Cali- 
fornia Institute of Technology last March to discuss retire- 
ment policy problems, James T. O’Connell, then Under Sec- 
retary of Labor, urged employers to allow “the maximum 
possible degree of freedom of choice.” 


OLDER WORKERS’ ATTITUDE TOWARD RETIREMENT 


Inadequate information makes it difficult to determine 
the potential effects of discarding the common policy of 
arbitrary retirement at a specific age. It is widely assumed 
that most workers approaching retirement age dread the 
prospect of enforced idleness. However, there have been 
no comprehensive inquiries to show how many older work- 
ers feel that way or to measure the depth of their feelings 
on the question. No one knows how many retired persons 
would actually prefer to work, or how many persons still 
working would cling to their jobs solely because they faced 
poverty in retirement. 


2A committee of specialists and community leaders created in 1950 by the National 
Social Welfare Assembly. The committee was recently replaced by the National 
Council on Aging, which came into existence on Jan. 1, 1961. 
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The Employment and Retirement Committee of the Na- 
tional Committee on the Aging asked 254 large corpora- 
tions early in 1959 to question their 64-year-old employees 
on whether, if given a choice, they would elect to retire 
the following year. Most of the firms refused to comply 
on the ground that it would give employees the impression 
that a change in company retirement policy was contem- 
plated. Of 1,422 employees from whom answers to the 
question were received, two-fifths of those who faced man- 
datory retirement at 65 said they would prefer to keep on 
working. Approximately three-fifths of those facing re- 
tirement at 68 and of workers in companies with no man- 
datory retirement policies said they would elect to con- 
tinue at work. More than half of those wishing to delay 
retirement said the primary reason was financial. Others 
said they liked their jobs and felt better physically and 
mentally when employed. Most of those who wanted to 
continue on the job said they would work as long as they 
were able. 


An official of the United Auto Workers told the Senate 
Labor Subcommittee on Problems of the Aged and Aging 


on June 17, 1959, that when “a reasonably adequate re- 
tirement income’”’ is in prospect, “there is no great pressure 
among the production workers [in the automobile industry] 
. . . to stay on the job indefinitely.” A 1957 study of re- 
tirements from the work forces of the three major auto- 
mobile manufacturers showed that where retirement was 
mandatory at 68, more than two-thirds of the retirements 
occurred before that age. 


Other companies have reported a similar experience. 
Employees of Socony Vacuum Oil Co., which has a gen- 
erous pension plan, retire on the average two years before 
the compulsory retirement age of 64. A recent study by a 
sociologist asserted that “The picture which some writers 
present of resignation to a fate which the worker cannot 
escape is not the universal reaction.” The author cited the 
following examples of company experience: 


One-third of the retired employees of a large manufacturing 
firm had elected to quit before the mandatory age of 65. 

One-fourth of 800 workers retiring from a large public utility 
company over a five-year period had retired early, one-half for 
disability reasons. 

More than one-half of 1,300 retired employees of another public 
utility had retired early, one-half on account of disability. 
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Forty-five per cent of the retired employees of an oil company 
had given up their jobs early for non-disability reasons.’ 


Different results have been reported in other surveys. 
A study of U.S. Steel employees showed that only 40 per 
cent quit when they became eligible for retirement. A 
Consolidated Edison survey of 200 employees who had been 
retired for two years under a compulsory-at-65 program 
showed that 65 per cent had not wanted to retire, 53 per 
cent had been looking for work, and 39 per cent had found 
part-time or full-time jobs. Consolidated Edison subse- 
quently changed its compulsory retirement age to 68; 70 of 
the first 100 workers to reach 65 under the new plan asked 
to remain on the job. 


DIFFICULTY OF LIVING ON RETIREMENT INCOME 


The sharp reduction in income which follows the typical 
wage-earner’s retirement is obviously a major factor in his 
resistance to compulsory retirement. The economic plight 
of the aged is amply documented. Census Bureau studies 
show that three-fifths of the nation’s 15.5 million persons 
aged 65 and over have incomes of less than $1,000 a year; 
only one-fifth receive more than $2,000. 


Monthly payments to 11.5 million persons receiving Old 
Age and Survivors Insurance benefits under the Social Se- 
curity system‘ average $74 for single retired workers, $120 
for couples, and $57 for aged widows. The maximum pay- 
able under the program is $120 a month for an individual 
retired worker and $180 for a retired couple. A 1957 
study indicated that the Social Security benefit constituted 
the sole source of income for one-fourth of the beneficiaries. 
Among aged couples receiving benefits, one-fourth had sup- 
plemental income of less than $19 a month and one-half 
of less than $75 a month; only one-fourth of the bene- 
ficiaries had supplemental income of more than $153 a 
month.® 


Federal employee retirement benefits now going out to 
some 400,000 persons have been averaging $155 a month. 


® Elon H. Moore (late head of sociology department, University of Oregon), The 
Nature of Retirement (1959), pp. 40-41. 

* The 11.5 million figure, as of June 30, 1960, included 7.8 million retired workers, 
2.2 million spouses and 1.5 million widows. 

5 President Kennedy in his economic message of Feb. 3 recommended that the pres- 
ent minimum of $33 be raised to $43; he said that “We wish it could be higher.” 
Secretary Ribicoff estimated that this change would add about $255 million to the 
benefits paid to nearly 2% million retired workers in the first year. 


*Seventy per cent of the couples owned their own homes and four-fifths of the 
home owners had paid off their mortgages. 
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Railroad retirement pensioners, numbering around 700,- 
000, receive $130 a month on the average. As of late 
1958, some 1.3 million persons were receiving an average 
of $75 a month under private pension plans.?’ The mini- 
mum income needed by a retired couple to maintain a 
“modest but adequate” level of living was shown recently 
to range, in a group of 20 large cities and their suburbs, 
from $220 a month in Houston to $280 a month in Chicago.’ 


OTHER OBJECTIONS TO MANDATORY RETIREMENT 


Distaste for being “‘put on the shelf” is second only to 
economic need among objections cited by older workers to 
mandatory retirement. The president of the Gerontological 
Society has observed that “For most individuals, the closer 
retirement comes, the greater their feelings of apprehen- 
sion and the greater is their reluctance to retire unless they 
are in poor health.” 


In our society an individual’s status comes from work and a 
pay check. . . . We have had impressed upon the minds of all of 
us that man’s primary function, other than that of raising a 
family, is to work; so much so that we have come to talk about 
the Protestant ethic of work. So strong has this influence been 


that a large number of older people equate not working with 
sinfulness.® 


The sharp break in patterns of living that comes with 
retirement is unsettling for nearly all who approach the 
last milestone in their working life. Many older workers 
are of two minds about retirement, being both drawn to 
and repelled by the prospect. However, there are numer- 
ous reports of individual workers who faced retirement 
with foreboding but nevertheless made a satisfactory ad- 
justment to the new way of life. Some found unexpected 
pleasure in years of leisure while still in good health; others 
found new and satisfying lines of activity. 


Apprehensions about retirement are sometimes accen- 
tuated by fear that, when relieved of routine labors, the 
individual will suffer rapid mental and physical deterior- 
ation. David Riesman has observed that “sudden decom- 
position appears to be the fate of some men who are forced 





™The full effect of the private pension plans on the income of the aged will not 
be felt for some years because of the immaturity of many plans. Current coverage 
extends to around 20 million persons. One-third of the nation’s wage-earners work 
in establishments having pension plans, but not all employees are covered. 


® Margaret S. Stotz, “The B.L.S. Interim Budget for a Retired Couple,” Monthly 
Labor Review, November 1960, p. 1141. 


* Louis Kuplan, testimony before Senate Labor Subcommittee on Problems of the 
Aged and Aging, June 17, 1959. 
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to retire.” '° Psychiatrists have attributed the excessive 
number of old people in mental institutions to a feeling on 
their part of being discarded—a feeling that often dates 
back to forced retirement. On the other hand, a geron- 
tologist has noted “rapidly accumulating evidence that re- 
tirement, when taken early enough, means not an earlier 
death but often a longer life.” '! The point stressed is that 
a healthy retired person, not yet aged, may be relieved of 
a grueling job while he still has the zest to create a new 
life of satisfying achievement. 


Current Practices on Age of Retirement 


FIXING 65 as the appropriate age for retirement has be- 
come standard practice only within the past generation. 
In earlier times, workers stayed on the job until poor 
health or failing strength made it impossible for them to 
continue working. Even after ceasing to be wage-earners, 
those not totally disabled usually were able to perform 
tasks of value as members of large families, particularly 


farm households. There was little public discussion of a 
suitable age for retirement because few, except the rich, 
could enjoy able-bodied retirement. 


The average 60-year-old male worker in 1900 could ex- 
pect to remain employed until he reached 71, when he 
could look forward to fewer than three years more of life. 
Now the average age at which men begin to draw old-age 
benefits under the Social Security system is between 67 
and 68.12 For a growing number of workers covered by 
company pension plans, the actual retirement age is 65 
years. And two out of three 65-year-olds today will live 
at least another decade, and one out of four will have at 
least 20 more years to live. 


The practice of retiring workers when they become 65 
years old took hold after Congress made attainment of that 


%® Quoted in Geneva Mathiasen, edit., Flexible Retirement (1957), p. 105. 
Elon H. Moore, op. cit., p. 3. 


%2In every country which has a social insurance system the average age at which 
retired workers actually begin to draw benefits is slightly higher than the age of 
eligibility. A survey by the World Health Organization, reported in 1958, showed 
the following as the ages at which workers may begin to draw retirement benefits in 
the countries named: Argentina, 56 years; France and New Zealand, 60; Australia 
and most European countries, 65; Sweden, 67; Canada, Ireland and Norway, 70. 


148 








Retirement Age 


milestone a qualification for receipt of old-age benefits 
under the Social Security system. The Social Security Act 
of 1935 did not compel a worker to retire at 65, but it 
offered the 65-year-old a financial inducement to withdraw 
from the labor market at a time when there were far from 
enough jobs to go around. Employers were encouraged to 
establish 65 as the age of retirement because availability 
of Social Security benefits at that age relieved them of crit- 
icism they might incur by casting off older workers who 
had no other means of support." 


SOcIAL SECURITY AND THE AGE OF RETIREMENT 


The subsequent growth of private pension plans with 
benefits dovetailed into Social Security schedules tended to 
fix 65 as the standard age for retirement. A recent gov- 
ernment study of employee pension plans noted that “The 
expectation that workers will be eligible for Social Security 
benefits at age 65 is taken into account in pension plan- 
ning, both in setting the normal retirement age and in the 
benefit formulas.” 4 


Authors of the Social Security Act did not pretend that 
a person experiences some magic transformation upon 
reaching his 65th birthday. According to Assistant Secre- 
tary of Health, Education and Welfare Wilbur J. Cohen, 
who participated in drafting the original act, the chief 
reason for choosing 65 was its effect on the cost of the 
program. “It was understood that a reduction . . . below 
65 would substantially increase costs and therefore might 
impair the possibility of . . . acceptance of the plan by 
Congress. A higher retirement age . . . was never consid- 
ered because of the belief that public and congressional 
opposition would develop against such a provision in view 
of the widespread unemployment that existed.” 


At no time, Cohen has recalled, did the staff or members 
of the congressional committees that passed on the legis- 
lation consider any age other than 65, although there was 
much popular interest at that time in the Townsend Plan 
to grant federal pensions to everyone at age 60. No studies 
of the age question were made. “There is, therefore, very 
little material available to analyze the economic, social, 





%3In 1930 only 2.7 million workers, less than 6 per cent of the labor force, were 
covered by private pension plans, and only 100,000 retired workers, chiefly former 
executives and supervisors, were receiving benefits. 


%*“Normal Retirement Provisions Under Collective Bargaining,” Monthly Labor 
Review, October 1960. p. 1052. 
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gerontological or other reasons for the selection of this 
particular age.” 


Social Security amendments in the 1950s exerted a down- 
ward push on the retirement age. An amendment adopted 
in 1954 authorized a disability “freeze,” preserving eligi- 
bility for benefits at 65 without further payments by those 
disabled at an earlier age. In 1956, Congress authorized 
payment of benefits to disabled workers at age 50. Amend- 
ments in 1958 removed the age limitation for disability 
benefits and provided benefits for dependents of the dis- 
abled. More than a quarter of a million disabled persons 
now receive benefits. 


A change of broader effect had taken place in 1956, when 
Congress made old-age benefits, at reduced amounts, avail- 
able to retired women workers at age 62. The main im- 
petus for this change was recognition (1) that widows and 
single women in their early 60s had meager opportunities 
for employment, and (2) that many men found it impos- 
sible to retire at 65 when their wives, usually several years 
younger, were not yet eligible for benefits in their own 
right. By 1959, fully half of all women receiving primary 
benefits as retired workers were aged 62-64. 


In the past, enactment of legislation conferring special 
benefits on women, such as laws governing minimum wages 
and maximum hours, has customarily been followed by ex- 
tension of the benefits to men. Acceptance of President 
Kennedy’s recommendation that male workers be allowed 
to retire on reduced benefits at age 62 would follow this 
tradition. A number of private pension plans already pro- 
vide for voluntary retirement several years before the 65th 
birthday anniversary. 


RETIREMENT AGES UNDER PRIVATE PENSION PLANS 


Pension systems may provide for voluntary, compulsory 
or automatic retirement. Under the first type of plan, a 
worker becomes eligible to retire at a certain age but may 
elect to continue working. Plans for compulsory retire- 
ment leave the final decision on retirement at a specified 
age to the employer or some other designated authority. 
Under plans for automatic retirement at a certain age, no 
exceptions are allowed. 

% University of California Institute of Industrial Relations, Retirement Policies 
Under Social Security (1957), quoted in White House Conference on Aging Back- 


ground Paper on Employment Security and Retirement of Older Workers, July 1960, 
p. 35. 
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Virtually all pension plans are based on the concept of 
a “normal retirement age.” This is described by the De- 
partment of Labor as “the earliest age at which a worker, 
having otherwise qualified for benefits, may retire of his 
own accord ... and receive immediately the full amount of 
benefits . . . under the normal benefit formula of the 
plan.” '*© Employee pension plans are based actuarially on 
the expectation that most of a company’s eligible employees 
will in fact retire at the normal age. In some plans the 
age of compulsory retirement is the same as the normal 
retirement age. Other benefits provided—early retirement 
with reduced benefits, disability retirement, dependency 
allowances—are related to the standard benefit of those 
who retire at the normal age. 


A Labor Department study of 300 pension plans cover- 
ing nearly five million workers in late 1958 showed that 
65 was the normal retirement age in all except 18 of the 
plans. Under 179 of the plans, retirement was involuntary 
at a specific age. Of the 109 plans which had compulsory 
but hot automatic retirement, 66 set the age at 65; 33 at 
68; one at 69; eight at 70; and one at 75. Of 70 plans 
with automatic retirement, 24 set the age at 65; 22 at 70; 
one at 74; and the remainder at ages between 66 and 69. 


Compulsory retirement is strongly linked to the existence 
of a formal pension plan. A survey of employers in the San 
Francisco Bay area, conducted in 1959-60 by the Institute 
of Industrial Relations at the University of California, 
showed that where pension plans had been adopted “invol- 
untary retirement policies were decidedly the prevailing 
practice ... [and] exceptions were permitted infrequently 
or very rarely.”’ In almost every case 65 was the designated 
retirement age.!7 None of the companies without pension 
plans had a formal retirement policy; the tendency was to 
retire a worker only when he showed definite signs of de- 
clining efficiency. 


Involuntary retirement practices are more prevalent 
among larger than among smaller firms and under single- 
employer pension plans than under multi-employer plans. 
Among the plans studied by the Labor Department, “none 
of the apparel and construction industry [mainly multi- 





16“*Normal Retirement Provisions Under Collective Bargaining,” Monthly Labor 
Review, October 1960, p. 1052. 


17 Margaret S. Gordon, “The Older Worker and Retirement Policies,” Monthly 
Labor Review, June 1960, p. 579. 
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employer] plans contained involuntary retirement provi- 
sions, but all of the plans in the chemical, petroleum prod- 
ucts, rubber and stone, clay and glass products industries 
[where most companies are large] and in electric and gas 
utilities, had such provisions.” '* 


Compulsory retirement at ages below 65 is rare except in 
the case of women and in a few occupations such as that 
of airline pilot. Twenty-one of the 300 plans surveyed by 
the Labor Department provided a lower normal retirement 
age for women than for men, typically three to five years 
lower although in a few cases the differential was as great 
as 10 years. 


LIBERAL RETIREMENT Pouicy oF U.S. Crvii SERVICE 


The retirement policy of the federal government is more 
liberal than that of most private companies which have 
pension plans. The U.S. Civil Service retirement program 
is exceptional for having dispensed with the age 65 factor 
in fixing benefit schedules. If a federal employee has put 
in at least five years of civilian service, he may retire on a 
basic annuity as early as age 62. If he has to his credit 
30 or more years of service, he may retire on a reduced 
annuity at age 55 or on a full annuity at age 60. If he is 
discharged without cause after 25 years of service, he is 
entitled to a reduced retirement annuity whatever his age. 
If he becomes totally disabled after five years of service, 
he is entitled to an annuity equivalent to what he would 
have received if he had continued to work at his current 
rate of pay until he reached age 60. 


Automatic retirement does not apply in the Civil Service 
until an employee reaches the age of 70. If he has not com- 
pleted 15 years of service at that time, moreover, he may 
stay on until he rounds out that number of years. In 
special cases a worker retired at 70 may be immediately 
rehired for temporary duty. 


Under provisions of the Railroad Retirement Act, rail 
workers reaching age 65 with at least 10 years of service 
may retire on benefits based on prior wages and length 
of service. Railroad workers with at least 30 years of 
service may retire as early as age 60. Retirement from 
the armed services is governed by a complex of statutes 
and regulations affecting the various ranks and branches 


% Harry L. Levin, “Involuntary Retirement Provisions,” Monthly Labor Review, 
August 1959, p. 857. 
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in different ways. In general, enlisted personnel and offi- 
cers are entitled to retirement pay after 20 to 30 years of 
service regardless of age. As a result, many officers and 
servicemen resign while young and healthy enough to em- 
bark on new careers.!® 





Economic Aspects of Retirement Policy 


THE AGE at which workers retire is influenced on one 
hand by the extent to which society can afford to support 
a large proportion of the population in retirement and on 
the other hand by prevailing economic conditions and the 
availability of employment. The attitude of older workers 
toward retirement, the willingness of employers to keep 
them on, manpower needs, and pressures brought by labor 
unions, all have important effects on retirement policy and 
on the flexibility with which that policy is administered. 


The growing percentage of older people in the population 
—soon to rise to one-tenth—increases sentiment for keep- 
ing a maximum number of them in productive employment 
and thereby reducing the burden of support which falls on 
the working population. Should life expectancy—now aver- 
aging 70 years compared with 48 years at the turn of the 
century—continue to lengthen, this factor will have increas- 
ing weight in determining the age of retirement. Chair- 
man Pat McNamara (D Mich.) of the Senate Subcommittee 
on Problems of the Aged and Aging said, Sept. 10, 1959, 
that unless more people 65 to 70 years old are employed in 
the future “the financial burden on this country .. . will 
be too fantastic to contemplate.” 


EFFECT OF UNEMPLOYMENT ON RETIREMENT POLICY 


The relationship between retirement age and unemploy- 
ment is clear. During the 1930s when one of every five 
workers was jobless, the pressure to retire older workers 
was overwhelming; during World War II, when there was a 
labor shortage, not only did many continue in employment 
well past normal retirement age but many retired persons 
rejoined the labor force. Today, with the country not 


1%” Extension of active service for Vice Adm. Rickover, pioneer in development of 
the nuclear submarine, to Feb. 1, 1964, has been credited to personal intervention by 
President Kennedy. Under Navy regulations, he had been scheduled for retirement 
Feb. 1, 1962, four days after his 62nd birthday. 
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only in a recession but facing job shrinkage due to automa- 
tion, pressures are again rising for early retirement to 
make way for fuller employment of younger workers.”° 


Participation in the labor force of men aged 65 and 
over has been declining for more than half a century, 
except for a temporary rise during World War II when 
half of the men in this age group were employed. In 1890, 
when the nation was still largely rural, seven out of 10 
older men were at work; today only three out of nine men 
aged 65 or older are employed.”! 


In the non-working population over 65 are not only those 
subjected to compulsory retirement but also large numbers 
of others displaced from their jobs by economic changes, 
such as plant shutdowns, declining need for particular 
skills, decline or loss of demand for particular products, 
business failure of the self-employed, and the like. This 
type of forced retirement may come many years before the 
normal age of retirement. Speaking of conditions in de- 
pressed areas, a Pennsylvania official said: “Older workers 
. . . get shaken out of the economic mainstream by a reces- 


sion and .. ., if they are over 55, they almost never get 
back.” 22 


Expected growth of the total number of employed persons 
holds little comfort for the older worker who hopes either 
to keep his present job beyond retirement age or to find 
other gainful employment after he is compelled to retire.”* 
On the other hand, manpower studies indicate that there 
may be an exceptional need for certain skilled members 
of the older group because of imbalance in the age com- 
position of the labor force in the vears ahead. By 1965, 
the low birth rates of the 1930s will show up in a relative 
decline in the number of workers aged 25-34; by 1975, 
the short-supply group will be in the prime 35-44 age 
bracket. The nation’s growing need for experienced tech- 
nical and managerial skills may therefore offer unusual 
opportunities for continued employment of highly qualified 
workers past the usual retirement age. 


*® Unemployment rose by 850,000 to 5.4 million between December and January, 
the highest figure for January since the end of World War II. The seasonally ad- 
justed unemployment rate of 6.6 per cent of the labor force compared with 5 per 
cent in January 1960. 

2) Two out:of 10 of both sexes aged 65 and over are employed. 


2 Harold Williams (executive director, Pennsylvania Advisory Board on Problems 
of Older Workers), testimony before Senate Labor Subcommittee on Problems of the 
Aged and Aging, June 17, 1959. 


% See “Unemployment and New Jobs,” E.R.R., 1961 Vol. I, pp. 87-88. 
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There are already indications of a softening of manage- 
ment policy on retiring qualified workers. Hundreds of 
colleges have given teaching posts to retired army officers, 
engineers, scientists and others. The National Industrial 
Conference Board reported in 1959 that half of 278 manu- 


facturing firms surveyed used retired executives as con- 
sultants. 


INFLUENCE OF PENSION PLANS ON HIRING PRACTICES 


Employment problems of workers five to 15 years below 
normal retirement age are closely tied to current policy 
on compulsory retirement. Advanced age has always been 
a handicap in the job market, but growth of formal pension 


plans has increased employer reluctance to hire older 
workers. 


The University of California study of the San Francisco 
area in 1959-60 showed that “upper age limits [in hiring] 
tended to be associated with the presence of a pension 
plan ... [but] were even more decisively related to the 
firm’s retirement policy.” Virtually all companies with 
rigid upper-age hiring limits had pension plans with com- 
pulsory retirement provisions, while most of the companies 
whose pension plans lacked compulsory retirement provi- 
sions were less rigid on age limits for hiring. 


In recent years the argument that pension costs are in- 
creased by hiring older workers has lost some of its force. 
A National Association of Manufacturers survey of 70 
companies showed that older workers entering a pension 
plan tend to defer retirement beyond normal age, thus re- 
ducing the cost of the benefits they ultimately receive, while 
the longer life expectancy of younger recruits adds to the 
potential cost of their benefits.24 But employers hesitate to 
hire older workers who will be retired on reduced pensions 
after a short period of service, because the smaller pensions 


are likely to bring criticism of the company for seeming 
penuriousness.”5 


FACTORS WORKING AGAINST FLEXIBLE QUITTING AGE 


Compulsory retirement at a specified age is favored by 
employers because it eliminates administrative difficulties 





* National Association of Manufacturers, Industry Reports, September 1960. 

*Ten states have legislation prohibiting discrimination in employment because of 
age. Sen. McNamara offered a bill last year to outlaw age discrimination among em- 
ployers holding government contracts. Age restrictions in hiring federal employees 
were banned by an act of Congress that became effective on July 1, 1955. 
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and gives an impression of strict impartiality. Most em- 
ployers are unwilling to consider each case separately, 
because of pressure to be expected from long-time em- 
ployees who want to continue working but who, in the judg- 
ment of the company, are no longer capable of satisfactory 
performance. Forcible retirement of some older workers 
while others are kept on the payroll exposes the company 
to charges of favoritism. 


Compulsory retirement is favored also for its beneficial 
effect on the morale of younger workers, who see more 
prospect of promotion when they know older workers will 
leave the company’s employ when they reach a certain age. 
In addition, arbitrary retirement encourages older workers 
to make ready for a new life to commence at a known date. 
More and more companies have instituted special programs 
to prepare older employees in advance for their imminent 
change of status. 


On the other side of the issue, flexible retirement is sup- 
ported as a more realistic policy in view of individual differ- 
ences in the capabilities of older workers. An employee 
who has continued working past normal retirement age 
will obviously draw a smaller total amount in benefits 
after he does retire, so that the cost of the program is 
reduced by late retirement. 


The National Committee on the Aging cited the following 
figures to show relative costs of early and late retirement: 
A fund of $17,700 is required to provide a male worker 
a $100 monthly pension starting at 60; $15,150 if he retires 
at 65; $12,700 if he waits until age 70. Monthly contribu- 
tions to support a $100 monthly benefit must be 50 per 
cent greater for retirement at 60 than for retirement at 
65; one-third greater for retirement at 65 than for retire- 
ment at 70.26 


Some companies have successfully overcome the adminis- 
trative problems connected with a flexible retirement policy. 
A large aircraft corporation applies a periodic rating system 
to measure work performance without regard to age. In 
a number of plans, the foreman has responsibility for deter- 
mining when a worker should be retired or transferred 
to a less arduous job and, under some labor-management 
contracts, the affected worker may appeal the decision. 


%* Geneva Mathiasen, op. cit., p. 96. 
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As a rule, unions officially favor flexibility as to age of 
retirement, but there is considerable evidence that they 
nevertheless regard pension programs, particularly in pe- 
riods of rising unemployment, as “devices to clear the 
market of an excess supply of labor.” 27 


Charles Odell, director of the Department of Older Work- 
ers of the United Auto Workers, told the Senate Subcom- 
mittee on Problems of the Aged and Aging that he wanted 
to “dispel the notion, which is rather popularly accepted, 
that labor is responsible for the institution [of] the man- 
datory retirement age concept.” He said that “What usu- 
ally happens in negotiations is that once you get a plan 
accepted, management insists on the arbitrary system of 
administration.” Actuaries who develop the plans, Odell 
said, seem to prefer a system “that makes it easier for 
them to compute costs ... [rather] than a system which 
makes it possible to get the maximum economic return on 
the pension dollar.” 


Whatever official union policy, younger workers are in- 
clined to demand that older workers retire, especially when 
jobs are in short supply. A Pennsylvania official told the 
subcommittee that “We had younger workers on the picket 
lines in Pittsburgh with signs saying, ‘Why don’t you take 
your pension and go home?’ and ‘You have raised your 
family, why don’t you let us raise ours?’” He added that 
“Our friends from the Steelworkers union say that the pres- 
sures on the officials of the union to allow companies to 


retire workers at 65 are gradually becoming more and more 
intense.” 28 


LIMITATION OF THE EARNED INCOME OF PENSIONERS 


A tapering-off period of work is often recommended as 
an alternative to abrupt removal from the payroll at a 
certain date. Some companies have adopted this policy 
by transferring older workers to less demanding jobs or 
reducing their hours of work. Many retired persons have 
instituted their own readjustment programs by getting 
part-time jobs after retirement or full-time jobs which 
make minimum demands on their strength. However, this 
solution for individuals in the twilight zone between work- 
ing and full retirement has to surmount the obstacle of 
the retirement test. 


* Melvin K. Bers, Union Policy and the Older Worker (1957), p. 55. 
* Harold Williams, testimony on June 17, 1959. 
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The retirement test is a means of determining whether 
the older worker’s earnings are sufficient to disqualify him 
from receiving a retirement benefit. Tapering-off jobs 
usually afford less income than the worker’s former job 
but may bring in enough to reduce his retirement benefit 
or to eliminate it entirely. The older person thus faces 
an unhappy choice between inadequate wages or an inade- 
quate pension. 


From its inception, the Social Security system has ap- 
plied a retirement test based on earned income. In the 
early days, the test applied only to income received from 
covered employment, which was then far less extensive 
than it is today. A retired worker could open a small 
shop or take odd jobs to supplement his Social Security 
benefit. Since 1950 the test has applied to all wages and 
to earnings from self-employment. It does not, however, 
apply to income received from sources other than the re- 
tired person’s own labor, such as income from investments. 


Over the years, the amount a retired person may earn 
without losing his Social Security benefit has been grad- 
ually raised. The most recent hike was made by Congress 
last year. The retired person aged 65-7179 today may 
earn up to $1,200 a year and still draw full retirement 
benefits. One-half of additional earnings between $1,200 
and $1,500 is deducted from the benefit. And the full 
amount of earnings in excess of $1,500 is deducted.*° 


The retirement test is defended on the basis of the social 
purpose of the system: to provide income for non-earners. 
At the same time, it is recognized that the test discourages 
a retired worker from taking a job which he may badly 
need to improve his living standards and his morale. 


The fact must be faced that the retirement test is the center 
of an insoluble dilemma. There is, on the one hand, the need 
to conserve the funds of the program by not paying benefits to 
people who have substantial work income, and, on the other hand, 
the need to avoid interfering with incentives to work. Both of 
these objectives can’t be fully accomplished. The best that can 
be done is to accommodate the two.31 





* At age 72, all limits on earnings to determine eligibility for Social Security bene- 

® A couple receiving the maximum Social Security benefit of $180 a month would 
receive just as much income ($3,510 a year) if the husband took a job paying $1,500 
as if his job paid $2,000. 

%1 Department of Health, Education and Welfare, report to House Ways and Means 


Committee, The Retirement Test Under Old-Age and Survivors Insurance (1960), 
pp. 16-17. 
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The Department asserted, however, that the unfavorable 
effects of the retirement test tend to be exaggerated. It 
said that “Most beneficiaries who are not working either 
are not well enough to work or cannot find jobs.” 


LABOR UNION SuPPoORT OF RIGID RETIREMENT TEST 


Unions tend to favor a rigid test of this kind for the obvi- 
ous reason that a liberal policy encourages pensioners to 
take jobs at lower wages than would be acceptable to non- 
retired workers. Nelson Cruikshank, director of the De- 
partment of Social Security of the American Federation 
of Labor-Congress of Industrial Organizations, told the 
Senate subcommittee that “We think that people who draw 
social insurance benefits for old age should be substantially 
retired from the labor market.” Union-run pension plans 
frequently forbid pensioners to work or limit the time they 
may work in their accustomed fields.*? 


Evasion of the retirement test is widely suspected. 
Dwight S. Sargent, personnel director of Consolidated Edi- 
son and an outstanding advocate of prolonging the working 
years of the aging, has said that “It is . . . well understood 
that the present Social Security rules invite collusion be- 
tween individuals and employers and concealment of earn- 
ings by employees.” Individuals justify such conduct on 
the ground that the “rules are unfair.” Sargent cited the 
case of a retired Consolidated Edison employee who studied 
bookkeeping and then took a job. He now receives not only 
his Social Security and company pension benefits, but also 
earnings of $100 a week of which $75 is designated as “ex- 
penses” and $25 as wages. While this man’s success in 
“beating the test” was exceptional, he was said to demon- 
strate the enterprise and capacity for learning new pro- 
ductive skills which still exist in hundreds of thousands 
of workers prematurely discarded by American industry. 





® The International Typographical Union, for example, limits pensioners to two 
days of work a week in any month in which a pension payment is received. 
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